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To OUR SUBSCRIBERS: 


Here is your copy of the new EXCHANGE Magazine. 

The new Magazine is a streamlined edition of the 
old, aimed at meeting today’s needs of the financial 
community and of new and seasoned investors. 

Volume I, Number 1 of THE EXCHANGE, published in 
December, 1939, was presented as “a magazine of the 
financial community.” Today THE EXCHANGE must be 
more than that. 

THE EXCHANGE is still a magazine for the financial 
community. We have tried to make it more, a magazine 
for all the people who have invested their money in 
stocks, for all the people who want to know about own- 
ing stocks. That’s a big assignment. We plan to live 
up to it. 

Readers will find that many favorite features have 
been retained, with fresh emphasis on clarity of 
thought and simplicity of expression. 

One new feature, inaugurated in this edition, will be 
an article each month by a leading industrialist who 
will be invited to present his views on different facets 
of public ownership of industry. 

We hope you like THE EXCHANGE. And we hope you 
let us know if you do—or if you don’t. 


THE EDITORS 
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How to Live Happily 
With Your Broker 





Opening a 
brokerage account 
is much like opening a 
charge account at a store. 


‘Te is not a sex story or a mys- 
tery. It is strictly non-fiction. We 
might call it an introduction to ad- 
venture — an adventure of which 
you will be the hero (or heroine). 
One chapter may find you mining 
copper in Peru, another producing 
oil from the rich bosom of Saudi 
Arabia, a third running a railroad 
across the Rocky Mountains. 

These and a hundred other ex- 
otic, romantic and infinitely varied 
pursuits are open to you if you 
decide to follow them through the 
magical door called INVESTMENT, 
which is never closed and which 
leads everywhere. 

Your guide through that door 
and beyond carries the rather un- 
magical title of broker. He carries 





by Edgar Scott 


also a considerable responsibility, 
for your adventure may turn out 
to be anything from a highly en- 
riching experience, which will 
transform your whole style of liv- 
ing, to a fruitless and costly ex- 
penditure of dollars which might 
better have stayed in the sock. 
The purpose of this article is to 
explore just how much you, the 
customer, should expect of your 
guide, the broker. It’s a subject 
that stretches like bubblegum. . . . 
What should a customer not ex- 
pect of a broker? What should a 
broker expect a customer to ex- 
pect of him (or her, there are 
quite a few girl brokers)? What 
should a broker expect of himself 
if he expects a customer to become 
and to remain his customer? 
Human factors form the base of 
any continuing relationship in this 
personal-service business. Custom- 
ers vary. The bank president may 
want a service-man with quick 
answers at his fingertips and the 
tact to behave like a valet; the 
lonely widow will prefer a sym- 
pathetic soul who shares her remi- 
niscences and her gossip. One 
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customer's 
another. 
sonal-service 
The dream mate of the lady icicle 
would suit 
mamie. 

But, even allowing for the in- 


phrase a few 
understanding 


**Women 
among the most 
loyal and the 


most 
clients.” 


meat 


would nauseate 


It’s like that other per- 


never 


temperaments, 





are 


valued 


business. 


marriage. 


the 


flaming 


finite and cussed variety of people’s 

we might try to 
general truths the 
of which will help 
an average customer and an aver- 
age broker to live happily to- 
gether and raise a lusty little ac- 
count that will grow to be a pride 
and a profit to both. 

Let’s start way back at the point 
where the customer’s not yet a cus- 
tomer at all, but just a man or a 
woman with savings. For the good 
of their owner those savings ought 
to be intelligently employed and 
earning a good income; for the 
good of the country they should be 
doing their bit toward supplying 
capital to our vast economy. 

Most owners of such savings 
have heard that they can put their 
funds to work by stepping into the 


office of a New 
York Stock Ex- 
change firm and 
buying a_ few 
securities. Yet 
many hesitate to 
take that step. 
Why? Well — 
they have doubts, 
and questionings. 
Suppose we ex- 
amine a few of 
these. and supply 
some answers: 


Will a broker want my business 
if | have only a small sum to invest? 

Will he! Just try him. Unless 
you happen to catch him the morn- 
ing after a bachelor dinner, you 
can expect as courteous and inter- 
ested a reception as though you 
had walked in with a million. 

Will my money be safe if I de- 
posit it with a New York Stock 
Exchange firm? If I buy secur- 
ities, is it safe to leave them with 
the firm? 

Probably the best way to an- 
swer that question is to take a 
look at the solvency record of mem- 
ber firms of the New York Stock 
Exchange. A member has _ not 
failed since 1938. This is a better 
record than established by either 
banks or commercial firms. The 
standard of business ethics prac- 
ticed by member firms 
traordinarily high. 

Will I have to go through a lot 
of red tape? 

No. Opening a brokerage ac- 
count is much like opening a 
charge account at a store. It is 
largely a matter of identification. 

Are women customers welcome? 

And Having written a 
guide for female investors, your 
author speaks with feeling. Being 
a partner in a firm with many 
women customers, he can say they 
are among the most loyal and most 
valued clients. Other firms have 
had the same experience. 

Will a broker decide for me 
about my investments, or will he 
give me information on which to 
base decisions of my own? 


is ex- 


how! 


He'll want you to do the decid- 
ing. Unless you make a special 
arrangement with him to manage 
your account (including the nec- 
essary legal authorization), he 
will give you available informa- 
tion you want about the stocks 
or bonds which interest you. Then 
after you have made up your 
mind he will take your 
Thus, you will learn to 
home in the fascinat- 
ing new worlds to 
which your invest- 
ments have led you. 

Is there any truth 
in the rumors I hear 
that brokers get you 
and “out” of 
stocks over and over 


orders. 
feel at 
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stands your situation and your 
wishes, he would be a fool not to 
help you act in your own best in- 
terest. After all, it’s his interest, 
too; his firm’s future depends on 
retaining sound, growing and con- 
tented accounts. 

Will a broker be “nosey” about 
my affairs? 

This seems to be a question 
which pops into the female head 
oftener than the male. 
A reply can be quoted 
from my recent book, 
How To Lay A NEsT 
Ecc, which is ad- 
dressed specifically to 
the ladies: 

‘*Take him into 
confidence. 


again just so they can 
charge you a lot of 
commissions ? 


Your broker will give ¥@ur 


you all the available 

information you want, 

but he'll want vou to 
do the deciding. 


Don’t be cagey about 
your $500 or $1,000. 


How can they, if 
you personally make each decision 
to buy or sell? If on the other 
hand you have entered into a 
management arrangement — a so- 
called “discretionary account” — 
with a broker who abuses his dis- 
cretion by over -trading, you 
should immediately cancel the 
authorization you gave him. The 
Stock Exchange is on the lookout 
for the rare instances of this kind 
of practice, and will be quick to 
discipline transgressors against 
the spirit as well as the letter of 
business ethics. 

Will a broker try to make me 
invest more than I want to, or can 
afford? 


If a broker thoroughly under- 


Plenty of people have 
that kind of money to 
invest, so it’s not an exciting secret. 
Please don’t get the feeling a few 
customers have that your privacy is 
being invaded in some way, and 
that the broker you're talking to is 
just waiting to tell the world about 
your personal affairs. Honestly, 
he’s not.” 

With these questions answered. 
you may decide to become a cus- 
tomer with your savings. What have 
you a right to expect after that? 

First of all, continuing and in- 
telligent expert assistance in your 
financial transactions. You have 
every right to decide what kind of 
investment or speculative program 
vou want and to expect your brok- 
er’s fullest cooperation in carrying 
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it out. You have no right to expect 
consistently infallible advice: in 
such a complicated field, the wisest 
adviser is sometimes wrong. You 
have no right to expect your broker 
to know what the market will do 
next month (the 
Exchange doesn’t supply crystal 
balls), and there’s no use looking 
for one of those mythical “insid- 


tomorrow or 


ers’—the legendary “they” who 
are supposed to know the size of 
each corporation’s dividend weeks 
before the directors declare it. You 
have no right to damn your broker 
if a stock you just bought goes 
down a point or so, and to take all 
the credit yourself if you buy one 
that goes up! 

You have a perfect right to de- 
cide after a while that you want to 
change brokers—perhaps pick an- 
other man in the same office, or 
perhaps transfer your account to 
another firm. Be it said, however, 
that the customer who jumps from 
board to board room and 
broker to broker through sheer 
pique, exasperation with his own 
bad judgment or just plain impos- 
sibility-to-be-lived-with is his own 
worst enemy and probably not ob- 
jective enough to succeed with an 
investment program. He might as 
well stay at home and vent his 
spleen on the familv. 

Try to be objective in managing 
your money; set up a definite in- 
vestment goal and keep it in view 
all the time. That requires patience 
and easy cooperation with your 
broker, which is an ideal working 
arrangement. 


room 
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In selecting your broker, you 
don’t need to find a genius. You 
do need a well informed and thor- 
oughly trained person (either a 
partner or a “registered representa- 
tive”) who is willing to work and 
study. a man of common sense. 
reasoned judgment honest 
character. You will be best served 
by one whose thoughts, reactions 
and personality are harmonious 
and congenial with yours. Such re- 
lationships can grow so close over 
a period of years that the customer 
won't change dentists or hire a 
cook without his broker’s advice. 

That may not sound like very 
profitable business for the broker: 
but as a matter of fact, it’s as good 
as a fat commission, because it 
means the customer has grappled 
that broker to his soul with hoops 
of steel and no other can lure him 
away. 


and 


From the customer’s viewpoint 
such mutual understanding, such 
friendly confidence assure a mem- 
orable and rewarding adventure 
when his broker guides him 
through that door called INvest- 
MENT which is never closed and 
which leads everywhere. 

Mr. Scott is a partner in the 
Philadelphia firm of Montgomery. 
Scott & Co., members of the Neu 
York Stock Exchange. He is a 
former governor of the New York 
Exchange and a former president 
of the Philadelphia Stock Ex- 
change. His recent book, How To 
Lay A Nest Ecc, ranks as a best 
seller among books on investment. 





The Market 


Question: What has been the 
outstanding characteristic of the 
stock market since the first of 
the year? 

Answer: Unusual price sta- 
bility most of the time. 


Comment: The market has 
brushed aside many drab items 
of a long string of unsettling 
news developments and domestic 
and international uncertainties. 


In the table below compare 
yields figured on recent prices and 
on closing market prices January 
2. Only slight differences, if any, 
are apparent in most cases. 

Some of the 15 issues, most of 


which are rated in the investment 
class, stood on March 6 within one 
to three points of their January 2 
prices. The exhibit strongly sug- 
gests that high-grade issues have 
held their ground in the face of 
price and wage stabilization, in- 
creased taxes, the expectation of 
greater increases, and war fears. 

THE ExcHANnce Magazine has 
frequently during the last three 
years commented on evidence that 
“people hold their stocks more 
confidently than they used to.” The 
statistics on this page seem to 
support this thought. 

People invest. 

With the exception of U. S. Steel, 








STABILITY oF YreELDS At HIGHER Price LEVELS 
Yield on Yield on 

Yr. Div. Recent Rec. Jan. 2 Jan. 2 

Began Price Price Price Price 
American Tel. & Tel. Co. 1881 156 5.7% 151 5.9% 
American Tobacco Co. 1905 65 6.0 66 6.0 
Consol. Edison Corp. . 1885 31 a5 30 $.7 
E. I. du Pont de Nemours & Co. 1904 90 5.9 85 6.2 
General Electric Co. . 1899 56 6.8 50 1.5 
General Motors Co. : 1915 5] 11.8 47 12.7 
International Harvester Co. . 1910 36 5.4 32 6.0 
Norfolk & Western R. R. Co. 1901 5] 6.9 50 69 
Owens-Illinois Glass Co. 1907 78 4.1 78 4.2 
Philco Corporation 1926 24 5.0 21 5.6 
Procter & Gamble 1891 14 4.8 72 4.9 
Safeway Stores Co. 1927 38 6.4 37 6.4 
Socony-Vacuum Oil Co. 1902 28 4.8 26 5.2 
Westinghouse Air Brake Co. 1875 34 7.4 33 1.6 
U. S. Steel Corp. . 1940 44 1.8 43 7.9 
Yields are figured on basis of 1950 dividends. Where necessary, adjustments have 
been made for stock dividends, split-ups, etc. Fractional prices are omitted 

















all of the companies have paid 
dividends annually for 24 years 
or longer—some for more than a 
half-century. The 15 companies 
represent as many departments 
of industry. They contain both 
“growth” companies and _ those 
which have been limited to mod- 
erate expansion for some time by 
the nature of the businesses in 
which they are engaged. 

The group is symbolic of the 
recent action of a great many 
other long-time dividend payers. 
This review is centered upon such 
stocks, although a survey of the 
New York Stock Exchange market 
through most of this year would 
also disclose price stability as a 
hall-mark in most sections of the 
list. exceptions being provided 
chiefly by the stocks of certain 
companies affected directly by the 
military program. 

In regard to yields in the table. 
you could pretty well write your 
own ticket, although moderate re- 
turns on money invested at recent 
prices—414 to 514 per cent—pre- 
vail in the main. It can hardly be 
said, however, that yields above 6 
per cent indicate corporate situa- 
tions of a special nature. 

The price and yield record of 
the sampled stocks is a commen- 
tary of its own upon market action 
this year. Tracing the over-all 
trend with the Dow, Jones & Co. 
industrial stock average, it is found 
that from the 235.41 average on 
Dec. 31, 1950, to the 255.71 top 
of 1951 to date, a rise of 8.6 per 
cent occurred. From the 255.71 
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top, reached on Feb. 13, the av- 
erage retraced 3.8 per cent of its 
route up to March 13. 

For investors building a fund in 
selected common stocks, continu- 
ing good yields have had more 
weight than “profits.” For inves- 
tors who look behind yields and 
dividends, it has taken no clair- 
voyance to determine that, basic- 
ally, the stocks of many corpora- 
tions are worth a great deal more 
than they were 10 years ago. 

The ability of a United States 
Steel Corp. to allocate many mil- 
lions from liquid funds to launch a 
great, new plant draws attention to 
the strong situation of well-man- 
aged, prosperous companies in re- 
gard to cash and other forms of 
working capital. 

The ability of a Westinghouse 
Electric Corp. to reduce its long- 
term debt by more than $100,000,- 
000 in a few years without recourse 
to new financing; also to apply 
$14.000.000 cash to the establish- 
ment of employe pension funds, 
illumines corporate values in a 
fashion to permit a line of cleavage 
te be drawn between stock invest- 
ment and transient speculation. 


Statistical and other factual informa- 
tion as well as comment regarding any 
securities referred to in THE EXCHANGE 
have been obtained from sources deemed 
to be reliable, but THe ExcHANGE as- 
sumes no responsibility for their accur- 
acy or completeness. Neither such in 
formation nor any reference to any 
particular securities is intended to be or 
should be considered as in any way a 
recommendation for the purchase, sale 
or retention of any such securities. 


~~. 


Our Privileged 


Millions 


By Irving S. Olds 
Chairman of the Board, 
United States Steel Corporation 


4 hws GREATEST HOAX that has 
been perpetrated upon the 
American people in my lifetime, 
probably, is that insidious and 
malignant phrase: “the privileged 
few.” 

It has been used frequently and 
with telling effect by men in high 
places. It has been widely ex- 
ploited by demagogues, to their 
own political profit. It has been 
caught up and parroted on every 
hand. And it has become the basis 
for more perverted 
thinking than any other single 
phrase in the English language. 

Today there are millions of peo- 
ple who have swallowed that ma- 
licious hoax, hook, line and sinker 
—people who sincerely believe 
that the great industrial enterprises 
of America are owned and con- 
trolled by a handful of wealthy 
men; and that these privileged few 
whack up, among themselves, the 
“fabulous” profits of “giant” cor- 
porations. 

Economically and politically this 
widely-entertained misconception 
possesses all the explosive poten- 
tialities of a hydrogen bomb. 


economic 





Stockholders at U. S. Steel meeting 


Clearly it is high time to nail it 
for the barefaced lie that it is. 
What privilege do the owners of 
American industry possess that 
their fellow citizens do not? How 
wealthy must they be? How many 
stockholders constitute a “few?” 

The truth, of course, is that own- 
ership of a share in American en- 
terprise lies within the financial 
capacity of virtually every family 
in the land. If all of the divi- 
dend-paying common stocks listed 
on the New York Stock Exchange 
at the close of last year had been 
rolled up into one composite is- 
sue, a single share in this average 
American industry would have 
cost the investor exactly $33, and 
would have paid him a dividend of 
$2.21 during the year. That is 
hardly a “fabulous” profit; but 
nevertheless it represents a good 
return as dividends go—a return 
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of 6.7 per cent on the investment. 

There are approximately half a 
million corporations in the United 
States, and each of these is owned 
exclusively by its stockholders. 
Not one of those stockholders, 
however, possesses any “privilege” 
that is not available to every man, 
woman and child in the nation. 
Anyone who has a few dollars and 
who is willing to invest them in the 
plants and tools and furnaces and 
machines that make production 
possible, can become one of the 
owners of a corporation and can 
participate in its profits by mere- 
ly purchasing a single share of 
the listed capital stock of that 
corporation. His share of stock 
will earn him exactly the same 
dividend that is paid on every 
other share of the same stock—no 
matter who owns it; and it earries 
with it exactly the same voting 
powers—the same right to register 
approval or disapproval of man- 
agement and its policies. 








The price at which he buys that 
share of stock, or at which he may 
later sell it, is determined at pub- 
lic auction on the floor of the Stock 
Exchange by the bids of hundreds 
—or even thousands — of other 
buyers and sellers, like himself. 
In short, stock ownership is one 
of the most completely democratic 
institutions to be found anywhere 
in this democracy of ours. There 
is no special privilege about it; but 
there is a very important privilege 
that the people of many other na- 
tions do not enjoy. Here, in Amer- 
ica, everyone is at liberty to par- 
ticipate in corporate ownership or 
to refrain from doing so—just as 
he pleases. He may select freely 
the particular enterprise in which 
he wishes to invest, and may 
choose the stock which, in his 


opinion, promises the greatest 


measure of security coupled with 
the highest rate of return. 

The citizens of many other na- 
tions do not have that privilege. 





Gary. Indiana, mill of United 


States Steel Corporation. 





They are compelled, by taxation, 
to provide capital for Government- 
owned corporations, whether they 
wish to do so or not; and they 
are denied the right to participate 
proportionately in any profits 
which their investment might yield. 

So it appears that all Americans 
are “privileged”—and equally so, 
whether they own stock or not. But 
how about the “few?” How many 
stockholders are there? 

To that question there is no ex- 
act answer, but responsible esti- 
mates put the figure as high as 
fifteen million. That is certainly 
quite a “few.” 

Many of America’s largest cor- 
porations have more owners than 
employes—few of these owners 
could be classed as wealthy by any 
standards. With each passing year, 
moreover, the number of individ- 
uals holding stock in American 
industrial enterprises grows larger. 

Records of United States Steel 
Corporation show that it is now 
owned by 256,630 stockholders. of 
which 238,966 are individuals. 
This represents an increase of 
more than 15,000 individual own- 
ers of U. S. Steel stock in the past 
twelve months. They come from 
every walk of life and from virtu- 
ally every economic group. Not one 
of them, however, owns as much 
as three-tenths of one per cent of 
either the preferred or common 
stock of U. S. Steel. 

Nine out of ten of the preferred 
stockholders own fewer than 100 
shares each. So do about three out 
of every four of the common stock- 





Pouring steel at Homestead plant. 


holders. The average number of 
shares per stockholder is 47 in 
the case of the preferred stock, 
and 145 shares in the case of the 
common. More than half of all the 
individual stockholders of the cor- 
poration are women. 

No, United States Steel is not 
owned by “the privileged few.” 
Together with the other corpora- 
tions in our nation, it is owned by 
America’s privileged millions—by 
free men and women who have ex- 
ercised their democratic opportu- 
nity to invest their money and to 
share in the profits, or the losses, 
of American industrial enterprise. 

Yet. in the face of these facts, 
the lie persists and millions of peo- 
ple still believe that capitalists are 
a privileged few. What makes this 
lie especially dangerous is that the 
misguided millions who have ac- 
cepted it so readily as a fact. are 
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he 


became 
Chairman of the Board of 
United States Steel in 1940, 


Ever since 








Irving S. Olds has taken a deep 
interest in stockholder relations. 
He actually likes to receive let- 
ters from stockholders and is 
never too busy to answer per- 
sonally their inquiries about 
management policies. One of the 
most significant trends in the 
American economy today, he be- 
lieves, is the ever-broadening 
ownership of corporate enter- 
prise by a steadily increasing 
number of individuals—a trend 
which U. S. Steel recently stim- 
ulated by a three-for-one split of 
its common shares. 





by no means willing to accept it 
as an unalterable economic condi- 
tion. Many of them desire actively 
to do something about it. 

They argue, truthfully, that in- 
dustrial wealth stems initially from 
the God-given natural resources 
with which our nation has been so 
richly endowed; and they insist. 
quite plausibly, that the basic in- 
dustries which 
precious raw materials into useful 
end products. should belong to the 
people . . . not just to the privi- 
leged few! 

I would go even further. I be- 
lieve that all enterprise should be- 
long directly to the people, and I 
hope that the day will come when 
every American family will pur- 
chase a share of American indus- 
try, however small or large that 
share may be. 

That, to me, is true public own- 


transform those 
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ership, and I favor it just as ar- 
dently as I oppose Government 
ownership. Let no one tell you 
that the two are the same. They 
are as far apart as the poles. 

Today, American enterprise 
does belong to the people—to the 
people who have built it with their 
ingenuity and maintained it with 
their savings. I know of no other 
nation in the world where such 
vast industrial resources as ours 
are owned and controlled so ex- 
tensively, and so directly, by the 
public. I do know of other nations, 
however, where the Government 
has seized the industries created 
by its people, and placed them un- 
der control of politicians and bu- 
reaucrats. 

That, to me, is the antithesis of 
real public ownership. That is 
truly control by the privileged 
few! 





STORE COMPANIES 
PICTURED IN FIGURES 


| gomemecnienge AVENUES for investor 
study are offered to investors to- 
day in the proved ability of many 
chain store enterprises to weather 
the controls of World War II. 

We are again face to face with 
price freezes, shortages and the 
tendency of consumers to antici- 
pate shortages in the 
future. 

Some of the least publicized de- 
partment stores and specialty shop 
chains are included in the follow- 
ing brief study. This is the ninth 
in a series of discussions of com- 
panies which hitherto have at- 
tracted only limited attention. 

In the tabulation on the next 
page an important point to note 
is that only five or six of the 
companies were affected by the 
stresses which accompanied World 
War II. In other words, short- 
ages, rationing and price fixing 


greater 


did not interrupt long, or fairly 
long, annual dividend histories. 

Some of these companies began 
uninterrupted annual payments 
prior to 1930 and a few have 
really long records: no less than 
seven launched consistent dis- 
tributions during the 1930’s, when 
general business was thoroughly 
depressed most of the time. 

The over-all statistical picture 
suggests a rugged ability to re- 
ward stockholders. Still, a question 
which only time will answer is 
whether the strong sales showing 
in recent months can be main- 
tained as the rearmament program 
gets rolling and the inevitable rise 
in income taxes puts a crimp in 
family spending. 

Hordes of consumers, unfor- 
tunately, looked only to their own 
selfish interests after United Na- 
tions’ intervention in Korea last 
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summer. The threat of shortages 
and higher prices, plus peak em- 
ployment and ample surplus in- 
come, produced hasty buying on 
a national scale. A great many 
stores entered a period of sharply 
increased sales. 

The post-Korean buying splurge 
not only persisted through 1950 
but carried into early 1951 when 
extraordinary sales were reported. 
A recent announcement by the 
Federal Reserve Board said that 
weekly department store sales in 
early 1951 topped early 1950 
results by around 25 per cent. The 
investment researcher, however, 
will recognize that, although prices 
remain firm for many classes of 





goods, inventories need watching. 

An observation aroused by per- 
share earnings shown in the latest 
reports is this: 1950 profits for 
some companies did not compare 
too well with 1949 despite the fact 
that 1949 was far from a boom 
year in store merchandising. This 
refers especially to those com- 
panies whose reports cover the 
first half or three quarters of 1950. 

A few corporations were run- 
ning far behind 1949 up to mid- 
year and beyond. 

When 1950 results can be ex- 
amined in detail, within the next 
few months, the impact of rising 
operating costs upon a high sales 
level will be measurable. 





CHAIN AND DEPARTMENT STORE COMPANIES 








Year Div. Earnings Per Share 1950 
Began 1949 1950 Div 
American Stores Co. 1939 $5.18 6 mos. Sept. $2.83 $2.00 
Asso. Dry Goods Corp... 1943 2.93 6 mos. July 0.51 1.60 
Bond Stores, Inc... 1937 1.78 6mos. June 0.36 = 1.00 
City Stores Co....... ee 1944 » SO aad 9 mos. Oct. 1.40 1.20 
Consol. Retail Stores, Inc.... 1940 2.05 9mos. Sept. 0.89 1.20 
Edison Bros. Stores, Ine.. 1934 2.14 6mos. June 1.12 1.20 
IEE cio vepsbee sasvas 1946 1.65 26 wks. July 0.52 1.00 
Federated Dept. Stores, Inc.. 1931 5.45@ 39 wks. Oct. 3.78 2.50 
Food Fair Stores, Inc.. 1937 1.92 28wks. Nov. 1.31 0.70% 
W. T. Grant Co....... 1907 3.737 6 mos. July 0.59 2.00 
Grayson-Robinson Stores 1945 2.79 9mos. Sept. 0.63 1.00 
S. ieee & Ca... 6.52.55. 1918 4.27 vear Dee. 5.12 3.00 
Kroger Co. 1902 3.71 year Dec. 3.56 1.87% 
May Dept. Stores Co. 1911 5.79@ 6 mos. July 2.21 3.00 
McLellan Stores Co.. 1936 2.98 6 mos. July 0.83 1.75 
G. C. Murphy & Co. 1913 4.46 vear Dee. 4.68 2.25 
National Tea Co............ 1944 5.78% 10 wks. Oct. 2.43 1.60 
Neisner Bros., Inc........... 1935 2.18 6 mos. June 0.43 (1.00 
J. J. Newberry Co.. 1928 3.72 N. A. 2.00 
Waldorf System, Inc... . 1919 1.29 9mos. Sept. 0.86 1.00 


(a) Adjusted. N. A. None available. “Year ended 4-1-50. © Year ended 1-31-50 
(52 weeks ended 4-29-50. After 


‘52 weeks ended 1-28-50. 
prior years’ tax credit. 


“Year ended 


1-28-50. 
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THE 
BOSSES 





Stockholders casting votes at annual meeting 


HO gets dividends? 

Rich men — big estates 
banks — insurance companies - 
wealthy widows — trust funds? 
They’re only a relatively small part 
of the answer. 

You have to walk the length 
and breadth of America, through 
its villages, towns and cities. to 
discover the startling variety of 
people who have invested their 
money in the nation’s industries. 

Most men and women who re- 
ceive dividends from their stock 
holdings are plain everyday peo- 
ple. You know some of them: gro- 
cers. mechanics, lawyers, house- 





wives. clerks, farmers. miners. 
saleswomen—the list is endless. 
How many people get divi- 


dends? No one knows for sure. A 
good guess is around 15,000,000 
persons. Lots of these people earn 
less than $5.000 a year. Millions 
make less than $10,000. 

Let’s take a look at three of the 
nation’s largest corporate enter- 
prises: American Telephone & 
Telegraph Corp., General Motors 
Corp., and General Electric Co. 

Nearly 1,000,000 people receive 


American Telephone’s famous 
$2.25 a share dividend every three 
months. 

The average owner of A. T. & T. 
stock owns about 29 shares—not 
very much when you consider the 
company has some 29,000,000 
shares outstanding. No single 
institution owns as much as 14 of 
one per cent of the stock. No indi- 
vidual owns as much as 1/25 of 
one per cent. 

Or take General Electric. In Jan- 
uary GE mailed dividend checks 
totaling $17,100,000 to about 
250.000 stockholders. It was the 
largest individual mail ever han- 
dled by the Post Office at Schenec- 
tady, the company’s headquarters. 

The average GE dividend check 
was about $70. 

General Motors, in second place 
among the companies with huge 
numbers of stockholders, has 
about 410,000 owners of its 88,- 
200.000 shares. Dividend checks 
go out to every state in the coun- 
try, to six United States posses- 
sions, and to 77 foreign countries. 
About 82 per cent are individuals 
-—they are the bosses. 
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“Should I Buy 
Stocks?” 


By Joun F. Sear, Vice President 
in Charge of Finance, and a Director, 


Socony-Vacuum Oil Company, Inc. 


K' ERY PERSON should decide first 
whether he should own any 
stocks. Until he can answer that 
question, specific advice is useless. 
It may even be harmful. 

This article, then, will deal with 
the general subject of individuals 
buying stock. Hundreds of books 
and articles have been written on 
the purchasing of stocks. There is 
space here for only an outline of 
the main factors to be considered. 
Their consideration, however, may 
help the individual to answer the 
question in the title. 

There are, of course, certain ad- 
vantages in owning stocks. But you 
must not overlook the fact that 
along with these advantages go 
certain risks. 

In recent years there has been a 
marked increase in the number of 
corporations pension 
plans for their employees. The 
result has been that more and 
more people are taking part in 
programs designed to help take 
care of their needs when they re- 
tire. With some assurance for 
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providing 








Frank Donnellan, a Socony-Vacuum 
employe, and his wife both own 
stock in the company. 


their old age, more people are 
deciding that they are justified in 
taking the risks involved in buy- 
ing stocks. Many of these are 
people with moderate incomes. 
This may be one of the reasons 
there has been a steady growth in 
the number of stockholders in 
most companies during the last 
decade. 

When you buy stocks, you are 
doing something quite different 
from depositing money in a bank 
account or buying bonds. Buying 
a stock means you are investing in 
a business venture and becoming 
a part owner of a company. If 
you buy a Series E U. S. Bond 
for $75, later on you can take it 
to a bank and get back your $75- 
plus. However, if you buy stock 
for $75, there is no flat promise 
that later on you can turn in your 
stock and get your $75 back. 
Normally you can sell stock, but 
you will have to take what some- 
one else is willing to pay for it. 

Millions of people own stocks. 
Every day some of them want to 














- 





sell, and some others want to buy. 
If the market for your stock goes 
up after you have bought it, obvi- 
ously you can sell your shares for 
more than you paid for them. The 
opposite happens if the market for 
your stock goes down. This is a 
risk which who _ invests 
money in a business venture must 
accept, 


anyone 


One who invests in stocks ex- 
pects a higher rate of return than 
he would expect on. say, deposits 
in banks or purchases of savings 
bonds. That is because the safety 
of money invested in savings 
bonds or deposited in savings 
banks is guaranteed. The higher 
return to be expected from invest- 
ments in common stock is due to 
the risk involved. There is no 
guarantee that the business ven- 
ture in which you invest money 
will succeed. Your investment 
may yield large profits or it may 
result in a loss. 


Before undertaking the risks 
inherent in buying stocks, you 
should check on what you have 
First, have 
you a nest egg in cash, savings 
accounts, Series E U. S. Bonds, or 
other bonds which can be 
verted readily into cash if you 
need money quickly? Do you own 
your own home? If not, it would 
be wise to have additional cash, 
savings accounts. Series E Bonds 
and so forth set aside. Then you 
could make a 
payment on a home if a good buy 


and what you owe. 


con- 


reasonable down 
came along later on. 

Have you adequate life insur- 
ance? Next, you should give some 
thought to what you owe. Have 
you bought a lot of things on the 
instalment plan. with considerable 
payments still to be made? Have 
you borrowed money on any life 
insurance? If you have a mort- 
gage on your home, do you find 
it hard to meet the instalments? 

All these points should be care- 
fully considered and discussed with 
vour family. You should not buy 
stocks if you have heavy and bur- 
financial commitments. 
But when your financial house is 
otherwise furnished, complete with 


densome 


a nest egg to take care of emer- 
gencies, you are justified in giv- 
ing serious consideration to buying 
stocks. But only what you can pay 
for. In boom times, 
there is a temptation to borrow 
money to buy stocks. A _ great 
many people did that in the period 
prior to October, 1929, and many 
of them came to grief. Don’t ever 


of course. 
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let your interest in stocks lead you 
to borrow money to play the stock 
market. 

Don’t ever let your hopes of a 
quick rise in price lead you to buy 
a stock you otherwise would not 
want. And don’t ever let your en- 
thusiasm for any one company lead 
you to invest too large a part of 
your money in a single stock. It’s 
old-fashioned but sound not to put 
all your eggs in one basket, even 
though most of us do have to start 
by buying one stock at a time. 

A business venture must have 
earnings to be successful. If you 
buy stocks in a company. the mar- 
ket value of that stock will be in- 
fluenced considerably by the earn- 
ings and the dividends. Earnings 
of companies are affected by a 
great number of factors. One im- 
portant factor is taxes. In times 
like these, when taxes are high. 
you should know how taxes affect 
the earnings of corporations. 
Actually, there is a double tax on 
corporate earnings. Let us suppose 
that: 

(a) You have a deposit in a 
savings bank and at the end of 
the year you receive $50 inter- 
est on that deposit. This $50 
becomes part of your taxable 
income and you pay income tax 
on it once. 

(b) You also have an invest- 
ment in Government bonds and 
receive $50 interest on them. 
This $50 also becomes part of 
your taxable income. You also 
pay income tax on it once. 

(c) You make an investment 
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in a business venture by buying 
stock in a corporation and your 
share of the corporation’s in- 
come before any income taxes 
is $50. Here we find a vast 
difference between your interest 
income from a savings bank or 
from an investment in Govern- 
ment bonds. 


The corporation must pay an in- 
come tax on your $50 of its earn- 
ings. After the corporation has 
paid the tax, some part of the bal- 
ance normally is paid to you as a 





Research laboratory at Socony-Vac- 


uum, When you buy stock, you 
become part owner of everything 
a company has. 


dividend. This dividend income. 
already reduced by the corpora- 
tion’s income tax, becomes part of 
your taxable income and is taxed 
again. Corporation earnings have 
been bearing more than their fair 
share of the tax burden. 

Almost 


every day newspapers 
and magazines publish articles 
about inflation. Today it takes 


about $1.70 to 
would buy ten 


buy what $1.00 
years ago. Nat- 


urally this shrinks the purchasing 
power of the money in bank ac- 
counts, bonds, life insurance and 
pensions. It costs a lot more to 
build a house today than it did ten 
years ago. If you owned your own 
home ten years ago and still own 
it, you have an asset which in most 
places has increased in market 
value in more or less the same 
ratio as the buying power of 
money has decreased. 

The opposite of inflation is, of 
course, deflation. Older people 
will recall the effects of the defla- 
tion of the 1930’s. Then prices 
dropped, and dollars would buy 
more than they did during the 
roaring 1920’s. In periods of de- 
flation, the best kind of assets to 
have is money in sound banks, 
bonds, life insurance and pensions. 

In periods of inflation such as 
we have had in recent years, peo- 
ple try to find assets that will in- 
crease in value as the buying power 
of money declines. They will tell 
you they are seeking a “hedge” 
against inflation. The search for 
“hedges” against inflation has been 
pursued diligently all over the 
world. Not all of these efforts 
have been successful. Some have 
resulted in losses. There is no 
perfect “hedge” against inflation. 

Don’t buy stocks with the idea 
that they offer a sure way to pro- 
tect the buying power of the money 
you invest in them. In buying a 
stock you become a part owner in 
a business. The principle is the 
same as though you and some 
friends and neighbors went in to- 


gether to buy a farm or a filling 
station or some other business. 
You become a part owner in every- 
thing that particular business has 

-machinery, plants, trucks, per- 
haps oil in the ground. If the 
property is well managed, and if 
you haven't paid too much for it. 
its value should tend to keep abreast 
of the buying power of money. 

Buying stocks you don’t want 
solely in the hope of selling them 
to someone else at a higher price 
a short time later is a risky busi- 
ness that a prudent investor will 
avoid. 

To summarize, what stocks 
should the man of relatively small 
income buy with the money he 
has available after he has taken 
care of his basic financial needs? 
He should select for his purchases 
stock in industrial organizations 
which he believes are well man- 
aged and which give good evi- 
dence of stability or growth. 

The enterprises he should select 
will be money-makers with long 
dividend records. He will shut his 
eyes to promises of a vast return 
on a small investment. “Venture 
capital” doesn’t mean “reckless 
capital.” 





Mr. Seal’s investment views are 
appearing in THE Fiytnc Rep 
Horse, a magazine published by 
Socony-Vacuum Oil Co. The 
article contains so much good 
sense and seasoned advice to “un- 
seasoned” investors that Mr. Seal 
was asked to adapt it for THE 
EXCHANGE. 








Cities Service Makes its Debut on the Trading 


Floor of the New York Stock Exchange 





Cities Service 
Company 


3,889,077 Shares 
Common Stock, $10 Par 
$82,846,900 
3° Sinking Fund 
Debentures Due 1977 


Ticker Symbol: CSV 


_@— 


io in 1910, the com- 
pany is the parent of a fully 
integrated oil and natural gas or- 








ganization. Subsidiaries operate in 
all the states east of the Rockies, 
also in Canada. 

For more than a_ generation 
Cities Service was rated in public 
estimation principally as a public 
utility. Under the Public Utility 
Holding Company Act it was re- 
quired to divest itself of its elec- 
tric utilities, a task completed last 
year. Cities Service companies in 
recent years have expanded pro- 
duction of crude oil, and process- 
ing and marketing of petroleum 
products and gas at a rapid rate. 

Oil producing properties are lo- 
cated in all the major producing 
areas in states east of the Great 
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Divide. Oil and gas leases in the 
U. S. are reported as approximat- 
ing 7.000.000 and 
sidiaries own 8,400 “net interest” 
About 1,300,000 acres 
of leaseholds and reservations have 
been acquired in Canada. 

Property runs to big items. The 
company’s 7,600-mile crude oil 
pipe line system carried more than 
294,000,000 barrels of petroleum 
in 1949. In the same year sub- 
sidiaries owned 18 modern ocean- 
going tankers which transported 
more than 53,000,000 barrels of 
oil products. Refined oil goods are 
marketed through 17,000 whole- 
sale and retail outlets. 

Refineries are located in Louisi- 
ana, Oklahoma, Indiana and New 
Jersey, with a crude oil capacity of 
220,000 barrels a day. The com- 
pany reports that these installa- 
tions processed 69,400,000 barrels 
of crude oil in 1949, 

In the Far West, too, Cities 
Service subsidiaries 


acres, sub- 


oil wells. 


are active. 
One of the principal investments 
by subsidiaries is a 31.5 per cent 
interest in the capital stock of 
Richfield Oil Corp. 

Cities Service system’s natural 
gas reserves are estimated at more 
than 14 trillion cubic feet, among 
the world’s largest. 

Consolidated gross income of the 
system was reported at 
$700.000.000 in 1950. 


nearly 


Trend of 
Dividends 
In Early 

1951 


AX EXHIBIT of “regular” divi- 
dend-paying corporations of 
the New York Stock Exchange 
list supplies material of especial 
interest to investment researchers 
just now. 

When corporations designate a 
dividend declaration as a regular, 
periodic payment (since 1944 
many companies have made irregu- 
lar distributions, capped with 
special or extra dividends in a 
vear’s final quarter) it is possible 
to trace some business trends. 

Every one of the 30 companies 
shown in the statistics on the next 
page increased its common stock 
dividend in this year’s first quarter. 

This record presents a_ fairly 
broad view of listed companies 
which are on a “regular” quar- 
terly or semi-annual basis. Every 
phase of American enterprise is 
included. Long-time, consecutive 
annual dividend payers are in- 
cluded, like Atlantic Refining Co., 
Granite City Steel Co.. American 
Brake Shoe Co.. 5. H. Kress & Co. 
and Standard Oil Co. of Cali- 
fornia. These have paid 20 years 





or longer. Also in the list are com- 
panies with 5-, 10-, or 15-year divi- 
dend records. 


The increases improved yields 
all along the line, although a yield 
based on a single quarter’s decla- 
ration does not forecast a full 
year's rate of return. Based on the 
full 1950 dividends for the tabled 
companies and recent market 
prices of their stocks, the statis- 
tics show a yield range of 3.4 per 
cent to more than 8 per cent. 

An increased “regular” dividend 
is made advisedly, for corpora- 
tions avoid. so far as judgment 
makes possible. a chance of over- 
estimating their capacity to pay 
higher dividends regularly. Cor- 
porate boards are strongly influ- 
enced on the subject of dividends 
by two factors: their company’s 
cash resources and earnings pros- 
pects. It’s a matter of record that 
the cash position of most com- 
panies is excellent. May it be in- 
ferred that earnings prospects are 
also considered excellent? 

\s an incomplete survey, and the 
table’s figures should be viewed as 
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just that because numerous first- 
quarter dividends are yet to be 
voted, the statistics mainly reflect 
the results of “peace” business. 
Profits on defense business are 
not yet possible for researchers to 
estimate; only a moderate amount 
of orders have so far been placed. 
Quite likely, per-share net earnings, 
after this year’s corporate income 
tax rates are decided upon, may 
decline from the high 1950 rates. 





Some corporations may experience 
a sharp drop. 

But. as corporations have for 
several years been distributing no 
more than 40 to 65 per cent of 
net as dividends, it would appear 
that dividends should remain good 
in the face of a profit fall. 

First quarter increases of “regu- 
lar” payments provide ground for 
this reasoning, without trying to 
estimate actual disbursements. 








SAMPLED INCREASES IN "REGULAR" DIVIDENDS 
Yield Reg. Div. Div. 
Recent 1950 Div. Basedon 4th O., Ist O., 
Company Price Per Share 1950 Div. 1950 1951 
(Incl. Extras) (Does not 
include extras) 
Amerada Petroleum Corp.. $17614 $6.00 3.4% qe $1.00 
American Brake Shoe Co. 4] 2.73 (a) 6.7 45 (a) 60 
American Metal Co., Ltd... 167% 2.00 (pl. stk) 4.3 25 50 
American Viscose Corp.... 63 2.50 4.0 375 50 
Atlantic Coast Line R.R... 74 4.00 5.4 1.00 1.25 
Atlantic Refining Co...... 685, 2.29(a) 3.3 6244 (a) 1.00 
Brooklyn Union Gas Co... 395% 2.25 5.7 50 60 
A. Te Beeee Cenk. csciiccs 2714 1.50 3.5 25 50 
City Stores Corp.......... 2014 1.20 5.9 30 2 
Columbia Gas System...... 135g 75 5.5 1875 20 
Copperweld Steel Co...... 22% 2.00 8.8 30 A0 
Diana Stores Corp......... 1034 60 5.6 mB) 20 
El Paso Natural Gas Co... 28 1.25 4.5 35 0 
Robert Gair Co........... 125, 1.00 7.9 10 5S 
Granite City Steel........ 58le 4.25 7.3 1.00 1.10 
Hooker Electrochemical Co. 49 2.00 4.1 40 50 
Inland Steel Co........... 56le 3.50 6.2 50 75 
S. B. Reese Ce........0060 5534 3.00 5.4 50 75 
eS 37% 1.871 (a) 5.0 375 (a) 40) 
Lee Rubber & Tire........ 6242 5.00 8.0 50 15 
Louisville & Nashville R.R. 54% 3.52 64 88 1.00 
Magnavox Co. ............ 17% 1.00 5.8 25 a 
National Container Corp.. 13 75 5.8 15 .20 
Seaboard Air Line R.R... 56 3.00 5.3 ae 1.00 
So. Natural Gas Co........ 43 2.15 5.0 575 625 
Standard Oil (Cal.) ..... 161, 2.50(a) 5.4 5Ola) 65 
Teste, TRE. ..scciscsscs 221, 1.09 4.4 Fe ' 50 
Texas Gulf Producing Co.. 26% 1.25 4.8 25 35 
U.S. Bee C6... ccinss 57% 5.00 8.7 as 1.00 
Westinghouse Electric Corp. 36 2.00 5.6 40 50 
‘a) Adjusted. 
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SELF-ADDRESSED REMARKS 
OF A COMMON STOCK INVESTOR 


. . . Anyway, you can afford it. 
This 20-share certificate goes into 
the box right on top of the $20,000 
of life insurance policies. The sav- 
ings bank book adds up to $1,600. 
The ol salary looks safe. maybe 
there'll be a boost pretty soon in 
spite of the freeze, if you earn it. 
You can afford it, boy, even though 
stocks are risky at times. 

You've cut down the risk, 
though, if six months of pretty 
solid study counts for anything. 
Your stock rates among the best, 
for you picked it carefully with 
some good brokerage suggestions. 

What have you got? Well, you 
certainly bought yourself an inter- 
est in a big property. You are a 
stockholder, get that! You own a 
piece of every bolt, every wheel. 
every barrel of fuel oil. every item 
of inventory in the great Pitts- 
burgh plant and the dozen other 
plants clear across to the West 
Coast. 

You can start from there in 
thinking about what your $1.000 
bought. And a share in profits— 
there have been profits every year 
of the last twenty. And dividends 
—your company has paid every 


year since 1933. And a _ pretty 
good return on your money— 
dividends have been at least $2 


a share of stock every year since 
1935. and last year your com- 
pany paid $3.00. If that’s paid 


this year, your money’ll bring you 
6 per cent income. 

Not too bad! But that isn’t all 
you bought, not by a long shot. 

You've got the start of a fund. 
No, not exactly that. Some War 
Savings Bonds started your fund 
and you'll be adding to ’em. But 
one of these days they'll be paid 
off. With the 20 shares of stock 
you ve started your permanent in- 
vestment for the long pull—and 
don’t forget it. 

Stop a minute and look ahead. 
In just about six, maybe seven, 
months you can have another thou- 
sand dollars free, if you watch the 
spending. That'll go into another 
stock, and after you have bought 
into — oh, say four corporations, 
you can add more shares to your 
older holdings. By doing that. re- 
investing dividends, too, the prices 
you have paid will be spread out 
a bit. 





Some may cost more than the 
first ones bought. But others could 
easily cost less. That’s an idea. 
Look at your buying from that 
angle and you won't be concerned 
about any single price you paid. If 
the market goes down for a while, 
you needn’t worry about it. Why 
not think of a price drop as an op- 
portunity for you? 

Just keep it up and you'll be a 
“man of property” after a while. 

—WituiaM W. Cralc 
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WHAT DO | OWN 
WHEN | OWN A 
SHARE OF STOCK ? 


OIn 
INA 


, 
4 


paajuvavny advisog uanjay 


TT 
Whe you own a share of 


stock, you own a share of a business. 
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Let’s say you own just one share of 
common stock in an automobile com- 
pany. Then you are an owner of an in- 
terest in that company, in its factories, 
materials, products, even in the skill of 
its workers and management. 
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Or let’s say you own ten shares. 
The number of shares you hold meas- 
ures your part of the company—your 
part of the profits it may earn, the divi- 
dends it may pay, the ownership risks 
you have assumed. Whether you own 
one share or seven or 1,000, you own 
a share of a business ... and to that 
extent it is your company. 
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Shares in hundreds of different com- 
panies are bought and sold daily on the 
New York Stock Exchange by people 
all over the country. 


Information about prominent cor- 
porations, including earnings and divi- 
dend records, is available without obli- 
gation at offices of member firms of the 
New York Stock Exchange. 
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